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I. Introduction 

The opinions expressed in this report and portions of the information presented in 
- the accompanying exhibits are my present opinions subject to the following 

reservations; Amendments or additions to this report and the accompanying 
exhibits may be required as a result of developments prior to or at trial, including, 
but not limited to, the discovery of new evidence, expert discovery, the testimony 
of any other witness in deposition or at trial, and further analysis. 

X anticipate using at trial selected exhibits attached to this report, documents 
reviewed in connection with their preparation, enhanced graphic versions of 
selected exhibits included in this report (i.e., redrafted to improve their presentation 
quality) and additional graphics illustrating concepts described in this report: 

11. The Nature of My Assignment 

I have been retained, through my employer, Hemming Morse, Inc. ("HMI"), by 
Jones Day, counsel for The Official Committee of Unsecured Creditors of 
Allegheny Health, Education and Research Foundation ("AHERF"), to provide 
expert testimony regarding: 

A. The compliance of the consolidated financial statements and the accompanying 
consolidating financial infonnation of AHERF, the consolidated financial 
statements and the accompanying consolidating financial information of 
Allegheny General Hospital Obligated Group ("AGHOG"), the combined 
financial statements and the accompanying combining financial information of 
Delaware Valley Obligated Group ("DVOG"), the financial statements of 
Allegheny Integrated Health Group ("AIHC"), and the financial statements of 
Allegheny-Singer Research Institute ("ASRI") for the year ended June 30, 
1996, with generally accepted accounting principles ("GAAP"); 

3. The compliance of Defendant PricewaterhouseCoopers LLP, the successor to 
Coopers & Lybrand LLP (hereinafter collectively referred to as "PwC"), with 
generally accepted auditing standards ("GAAS") in its audits of the 
consolidated fin(ancia1 statements and the accompanying consolidating financial 
information of AHERF, the consolidated financial statements and the 
accompanying consolidating financial information of AGHOG, the combined 
financial statements and the accompanying combining financial infonnation of 
DVOG, the financial statements of AIHG, and the financial statements of ASRI 
for the year ended June 30,1996; 
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C. The compliance of the consolidated financial statements and the accompanying 
consolidating and combining financial information of AHERF for the year 
ended June 30, 1997', with GAAP; 

D. The compliance of Defendant PwC with GAAS in its audits of the consolidated 
financial statements and the accompanying consolidating and combining 
financial information of AHERF for the year ended June 30, 1997; 

E. The consequences of the lack of compliance of the aforementioned financial 
statements and the accompanying consolidating and combining financial 
information for the years ended June 30, 1996 and 1997, with GAAP; and 

F. The consequences of the lack of compliance by Defendant PwC with GAAS in 
its audits of the aforementioned financial statements and the accompanying 
consolidating and combining financial information for the years ended June 30, 
1996 and 1997, including its awaseness of material misstatements affecting the 
aforementioned financial statements. 

11. Summary of Opinions 

A. The consolidated financial statements and the accompanying consolidating 
financial information of AHERF, the consolidated financial statements and the 
accompanying consolidating financial information of AGHOG, and the 
combined financial statements and the accompanying combining financial 
information of DVOG for the year ended June 30, 1996 contained material 
departures from GAAP. 

B. PwC failed to conduct its audits of the consolidated financial statements 'and the 
accompanying consolidating linancial infosrnation of AHERF, the consolidated 
financial statements and the accompanying consolidating financial information 
of AGHOG, and the combined financial statements and the accompanying 
combining financial infornlation of DVOG for the year ended June 30, 1996 in 
accordance with GAAS. 

C. The consolidated financial statements, and the accompanying consolidating and 
combining financial inforn~ation of AHERF for the year ended June 30, 1997 
contained material depa~tures from GAAP. 

' Eficctive for the year ended June 30,1997. AHERF issued consolidated financial statements for AHERF, which included AGHoG and 
DVOG, and did not issue separate linancid statements for AGHOG and DVOG. AHERF inclilded supplementary consolidating and 
combining financial inforn~ation Tor indivldudl entities, obligated groups and divisions, in an effort to meet financial reporting 
obligations called for by debt asecments. 
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D. PwC failed to conduct its audits of the consolidated financial statements, and 
the accompanying consolidating and combining financial information of 
AHEJXF for the year ended June 30,1997 in accordance with GAAS. 

E. The aforementioned 1996 and 1997 fulancial statements and the accompanying 
consolidating and combining financial informatjon were materially misstated as 
a result of the inclusion therein of material departures from GAAP. 

F. PwC failed to properly apply GAAS during its 1996 and 1997 audits. PwC was 
aware, or should have been aware, of material misstatements in those financial 
statements and the acconlpanying consotidating and combining financial 
information. Such failures, including the failure by PwC to conlmunicate 
significant matters to AHERF's audit committee resulted in the inappropriate 
issuance by PwC of unqualified audit opinions on those financial statements. 

IV. Summary of Expert QtzaMications 

I am a Certified Public Accountant, licensed in the State of California, a Certified 
Fraud Examiner, and President and Chairman of Hemming Morse, Lnc., CPAs, 
Litigation and Forensic Consultants, a 90 person accounting firm. I was the 
Director in charge of its litigation and forensic consulting practice for more than 29 
years. My work in the accounting profession includes experience as an auditor and 
as a consultant. My expert qualifications, including my testimony in the last four 
years and the publications I have authored, are described in Exhibit A hereto. 

I have been a certified public accountant for more than 30 years. During these 
years I have worked on more than 500 complex litigation matters. Many of these 
have required an extensive anaIysis and determination of generally accepted 
accounting principles ("GAAP) and generally accepted auditing standards 
("GAAS"). I have performed these analyses for large and small companies in the 
private sector, as well as for various states and federal agencies (e.g. Federal 
Deposit Insurance Corporation, Resolution Trust Corporation, the Securities & 
Exchange Commission). These analyses have involved financial statements of 
entities across a diverse range of industries, including the healthcare industry. 
During this period I have testified as an expert in more than 50 trials and 
arbitrations and in more than 100 depositions. These cases were generally in state 
and federal courts, 

I am a member of the California Society of Certified Public Accountants 
("CalCPA"). I have served on its statewide Litigation Services Steering Committee 
since 1990 and I was its Chair during 2002 / 2004. This Steering Committee 
provides guidance to the more than 800 members of its four Operating Sections - 
(1) Business Valuation, (2) Economic Damages, (3) Fraud and (4) Family Law. 
For two and one-half years (through August of 1998), 1 was Chair of its 250 
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